


Additionally, the Board wants to propose a framework for evaluating large banks' CRA performance with a Retail
Test and a Community Development Test. The Retail Test would include two subtests: A Retail Lending Subtest
and a Retail Services Subtest. The Community Development Test would also include two subtests: A Community
Development Financing Subtest and a Community Development Services Subtest. However, the Board would
tailor the tests based on differences in bank asset size and business models. Small retail banks would have the
option of continuing to be evaluated under the current CRA framework or be evaluated under the Retail Lending
Subtest alone and could also elect to have their retail services and community development activities evaluated.
Wholesale and limited purpose banks would be evaluated under the two community development subtests.
Alternatively, any bank would have the option to be evaluated pursuant to an approved strategic plan.

Furthermore, the Board hopes to anchor a bank's overall rating on performance in all of its local communities by
eliminating the designation of full- and limited-scope assessment areas in favor of the evaluation process’
expanded use of metrics. Finally, the Board hopes to balance the benefits of the use of metrics with the burden of
expanded need for data collection and reporting to implement such a system.

The ANPR seeks feedback on these approaches to modernizing the regulatory and supervisory framework for the
CRA as well as commenters views on specific questions. The following comments outline NAR's feedback on
several specific provisions in the ANPR.

Question 1. Does the Board capture the most important CRA modernization objectives? Are there
additional objectives that should be considered?

REALTORS® support communities all across the United States, including low and moderate-income Americans.
NAR is committed to the availability of credit and investment opportunity in under-served communities, and to
this end NAR supports the CRA. Furthermore, in order to refocus and improve lending to LMI areas, small
businesses, and communities in need of financial services, NAR supports the modernization of the CRA
regulations under these guidelines:

¢ Assessment Area definitions, used in the evaluation process, must be updated through collaboration
between the regulators and the financial institution to reflect changes to geographic coverage, but also
the nature of lending and the need for banking services.

s Methods of examinations should be consistent, transparent, and readily available. Any metric-based
evaluation system should be holistic and must not diminish the analysis of the true needs of
communities. Performance rating methods must support the mission, be clearly identified and defined,
and be consistent over time and between examiners.

s The Performance Context, a research-based understanding of the credit and community development
needs and opportunities, should be defined and updated in real time in conjunction with the supervised
financial institution and used in the evaluation process as well as in the forward-looking strategic
investment plan of the financial institution.

¢ Modernization efforts must enhance the ability of banks of any size to serve communities by providing
access to credit for all neighborhoods. All banks have an obligation to serve their communities especially
in their greatest areas of need and to provide fair access to financial services.

We applaud the FRB ANPR for attempting to address all of these issues.

Questions 2 and 3. In considering how the CRA'’s history and purpose relate to the nation’s current
challenges, what modifications and approaches would strengthen CRA regulatory implementation
in addressing ongoing systemic inequity in credit access for minority individuals and
communities? Given the CRA's purpose and its nexus with fair lending laws, what changes to
Regulation BB would reaffirm the practice of ensuring that assessment areas do not reflect illegal
discrimination and do not arbitrarily exclude LMI census tracts?

Congress enacted the CRA in 1977, primarily to address economic challenges in predominantly minority urban
neighborhoods that had suffered from decades of disinvestment and other inequities. At one time, NAR
contributed to this by allowing the exclusion of members based on race or sex. This discrimination was part of a
systematic policy of residential racial segregation, led by the federal government and supported by America's
banking system and real estate industry, and driven by practices like redlining. This legacy persists as, for
example, the homeownership rate for African Americans in the fourth quarter of 2019, was lower than it was
when the Fair Housing Act was passed in 1968.
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